TEACHERS' RETI REMENT BOARD
| NVESTMENT COW TTEE

SUBJECT: Approval of M nutes of | TEM NUMBER 3
April 1, 1998, Investnent
Comm ttee, Open Session

ATTACHVENT( S) 1
ACTI ON: X DATE OF MEETI NG May 6, 1998

| NFORVATI ON: PRESENTERS: Chai r per son

Proposed m nutes of the Investnent Commttee Meeting held in open
session April 1, 1998 are submtted on the foll ow ng pages.



Attachment 1

PROPOSED
M NUTES OF THE
| NVESTMENT COWM TTEE MEETI NG
OF THE
STATE TEACHERS' RETI REMENT SYSTEM
APRIL 1, 1998
OPEN SESSI ON
ROBYN D. M LLER BOARD ROOM
7667 FOLSOM BOULEVARD
SACRAMENTO, CALI FORNI A

COWM TTEE MEMBERS PRESENT

Gary Lynes, Chairperson

Yvonne Gal | egos Bodl e

CGeor ge Feni nore

Marty Mat hi esen

M chael Mayer

Emma Zi nk

Fred Buenrostro, representing State Controller
Kat hl een Connel |

Ri chard Wi tnore, representing Superintendent
of Public Instruction, Delaine Eastin

Christine Dreval as, representing State Treasurer
Mat t hew Fong

Robi n Dezenber, representing State Director
of Finance, Craig Brown

ALSO PRESENT

James Mbsman, Chief Executive Oficer

Patrick Mtchell, Chief Investnent Oficer

El | een Ckada, Director, Investnent Adm n. And External Rel ations
| an Lanoff, Fiduciary Counsel

Chris Waddel |, Chief Counsel

Doug Wlls, Staff Counsel

Jenni fer DuCray-Mrrill, DCEQ, CGov. Affairs & Program Devel opnent
Mtch Pleis, Director of Real Estate

Real Desrochers, Director of Alternative Investnents
Ri chard Rose, Investnent O ficer

Al l an Enkin, Pension Consulting Alliance

Nori Gerardo Lietz, Pension Consulting Alliance

Terri Sander, Pension Consulting Alliance

Doug Le Bon, Pathway Capital Managenent

Al Cerc, Pathway Capital Managenent

Chri stopher Reilly, Bank of Ireland

Barton Bi ggs, Mdrgan Stanley Asset Managenent

Arthur Laffer, Laffer & Associates

Dorot hy Moser, United Teachers of Los Angeles, Retired
Mary Ann Avansi no, Executive Assi stant

A quorum being present, Chairperson Lynes called the
open session neeting to order at 9:35 a.m

ANNOUNCEMENTS (Item 2)
Chal rperson Lynes announced that Item 9 would be taken
foll ow ng the Approval of M nutes.




VI .

APPROVAL OF MNUTES OF MARCH 4, 1998 | NVESTMENT
COW TTEE, OPEN SESSI ON (lItem 3)

MOTTON duly nade by M. Feninore, seconded by

Ms. Bodle and carried to approve the m nutes

of the March 4, 1998 Investnent Conmttee,

Open Session as presented.

M. Buenrostro arrived at the neeting at 9:38 a.m

EQUI TY - STRUCTURE OF NON- U.S. EQUITY (Item 9)

M. Mtchell i1ntroduced the panel, M. Reilly, M.
Biggs and Dr. Laffer. The panel discussed gl obal
mar kets, global equity, inflation, disinflation, and
def | ati on. The panel discussion was part three of a
three part educational series on non-U S. equity.

SEM - ANNUAL  PERFORMANCE REPORT FOR PERI OD ENDI NG
12731797 (Ttem 4)

. In presented a witten and oral perfornmance
report for the period ending 12/31/97. Di scussi on
ensued.

MOTI ON duly nade by M. WMathiesen, seconded
by M. Feninore and carried to adopt a
resolution to accept the sem -annual report
submtted by Pension Consulting Alliance as
present ed.

SEM - ANNUAL  PERFORMANCE REPORT FOR PERI OD ENDI NG
12/ 31/97 (lItemDd)

M~ Le Bon presented a witten and oral perfornmance
report for the period ending 12/31/97. Di scussi on
ensued.

MOTI ON duly nade by M. Feninore, seconded by
Ms. Zink and carried to adopt a resolution to
accept the sem -annual report submtted by
Pat hway Capital Managenent as presented.

SEM - ANNUAL  PERFORVANCE REPORT FOR PERI OD ENDI NG
12731797 (Ttem 6)

M6. CGerardo Lietz and Ms. Sander presented a witten
and oral performance report prepared by Pension
Consulting Alliance/ E&Y Kenneth Leventhal for the
period ending 12/31/97. Di scussion ensued.

MOTI ON duly nade by M. Feninore, seconded by
Ms. Bodle and carried to adopt a resolution
to accept the sem -annual report submtted by
Pensi on Consul ting Al |'i ance/ E&Y Kennet h
Levent hal .

Chai rperson Lynes recessed the neeting at 12:10 p. m



VII.

VIITT.

Xl .

X,

The neeting reconvened at 1:05 p.m

REAL ESTATE - ROLE OF REAL ESTATE (ltem 7)

M. Pleis and Ms. Cerardo Lietz presented an overview
of the role of real estate as an investnent sector,
analysis of different risk/return profiles, a peer
group conparison of varied real estate strategies and a
review of the STRS portfolio risk/return profile.

Di scussi on ensued.

MOTI ON duly made by M. Buenrostro, seconded
by M. VWhitnore and carried to adopt Staff
and Consul t ant recommendation that t he
primary role of real estate within the STRS
portfolio is to provide diversification. The
secondary role wil | enphasi ze yield
enhancenent. Ms. Bodl e voted no.

MOTI ON duly nade by M. Mathiesen, seconded
by M. Feninore and carried to approve the
risk/return profile for STRS conposite real
estate portfolio to include 75% low to
noderate risk assets and 25% noderate to high
risk assets as recomended by Staff and
Consul tant. Ms. Bodl e abst ai ned.

Chai rperson Lynes recessed the neeting at 3:35 p. m
The neeting reconvened at 4:45 p.m

LEA SLATI ON( It em 15)

VE. DuCray-Morrill presented analysis of SB-1945
(Karnette) which allows change to 100% financing for
t he nmenber hone | oan program Di scussi on ensued.

MOTI ON duly nade by M. Wi tnore, seconded by
M. Mathiesen and carried to adopt a support

position and CO- sponsor SB- 1945 as
r econmended by Staff. \V/ g Dezenber
abst ai ned.

ACTIVITY STATUS REPORT - CREDIT ENHANCEMENT PROGRAM
(I'tem 10)

M. Rose presented the witten report and updates. He
stated that counsel had been selected to prepare the
out si de | egal opinion on school bond enhancenent.

REAL ESTATE - ACTIVITY STATUS REPORT (ltem 11)
M. Plels presented the witten report.

ACTI VI TY STATUS REPORT - ALTERNATI VE | NVESTMENTS (Iltem
12)
M. Desrochers presented the witten report.

QUARTERLY LI Tl GATI ON REPCORT (I1tem 13)
M. WaddelT presented the witten report.




X,

Xl V.

REPORT OF THE CHI EF | NVESTVENT OFFI CER (Item 14)

M. Mtchell presented the witten report and presented
updat es. He reported that today was the first day of
internal rmanagenent of a $1 billion indexed equity
portfolio and that an oral report for the nonth of
April would be given at the May neeting.

OPPORTUNI TY FOR STATEMENTS FROM THE PUBLI C (Item 15)
There were no statenents fromthe public.

MOVE TO CLOSED SESSI ON
Chal rperson Lynes noved the neeting directly to closed
session at 4:15 p. m

ADJ QURNVENT

Chalirperson Lynes announced that while in closed
session, the Commttee discussed matters pertaining to
l[itigation and investnment decisions. There being no
further business to conduct, Chai r per son Lynes
adj ourned the neeting at 7:25 p. m

Janes D. Mosman, Chief Executive Oficer and
Secretary to the Teachers' Retirenent Board

Gary Lynes, Chairperson
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